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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Eastmont 
Training  Center  for  the  two  years  ended  June  30,  1977. 

The  audit  was  conducted  by  Janke  and  Van  Delinder  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not  necessarily 
the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECCMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing  of 
all  recommendations  together  with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing  serves  as  a  means  of 
siommarizing  the  recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting  comments.   The  full 
replies  of  the  Departments  of  Institutions  and  Administration  are  included  in  the 
back  of  this  report. 

Page 
A  ruling  should  be  obtained  from  the  Federal  government  and  that 
until  the  matter  is  resolved  that  either  there  be  no  future 
billing  of  parents  or  the  Center  forgo  ESEA  Title  I  grant 
assistance.  2 

Agency  Reply;  Billing  has  been  suspended  and  a  Federal  ruling 
requested.   See  page  20. 

Excess  cash  in  the  Donations  Fund  should  be  invested  with  the 

State  Board  of  Investments.  3 

Agency  Reply;  The  Board  of  Investments  will  be  consulted  to 
determine  if  the  funds  can  be  invested  in  STIP.   See  page  20. 

Reimbursements  to  the  employees  should  be  approved  by  appropriate 

supervisors.  3 

Agency  Reply;   Concur.   See  page  20. 

Inventories  procedures  should  be  established  to  ensure  accurate 
count;   differences  between  physical  counts  and  perpetual  records 
should  be  investigated.  3 

Agency  Reply:   Concur.   See  page  21. 

The  Department  of  Administration  establish  a  system  to  provide 

the  Center  with  general  ledger  control  over  its  fixed  assets.  / 

Agency  Reply;  A  property  Accountability  Management  System  has 
been  developed;  when  implemented  the  system  will  provide  general 
ledger  property  accountability.   See  page  24. 

The  Center  only  inventory  items  having  an  individual  cost  of 

$100  or  more  and  record  cost  and  date  of  acquisition.  4 

Agency  Reply:   Concur.   See  page  21. 

The  Center  charge  items  having  an  individual  cost  of  less  than 

$100  to  supplies  regardless  of  the  nature  of  the  item.  4 

Agency  Reply;   Concur.   See  page  21. 


Page 
Establish  separate  fund  amounts  for  each  grant  or  type  of  fund.  4 

Agency  Reply;  Disagree.   The  Center  believes  that  the  separate 
appropriations  and  revenue  estimates  for  each  source  of  funding 
in  the  federal  and  private  revenue  entity  is  all  that  is 
required  to  determine  unused  funds  for  each  grant.   See  page  21. 

The  Center  follow  State  Purchasing  Division  guidelines  on  all 

purchases.  4 

Agency  Reply;  Concur.  See  page  22. 
The  Center  make  small  payments  from  its  Contingent  Revolving  Fund.  5 

Agency  Reply;  Concur.  See  page  22. 
Time  sheets  be  signed  by  the  employee  and  supervisors.  5 

Agency  Reply;  Concur.  See  page  22. 
Care  be  used  in  posting  leave  data  to  personal  leave  records.  5 

Agency  Reply;  Concur.  See  page  22. 
Emergency  sick  leave  be  noted  on  leave  records.  5 

Agency  Reply;   Concur.   See  page  22. 

The  Clerk-Typist  be  trained  to  handle  the  duties  of  the  Accounting 

Technician  on  an  emergency  basis.  6 

Agency  Reply;   Concur.   See  page  23. 


JANKE  AND  VAN  DELINDER 


CERTIFIED  PUBLIC  ACCOUNTANTS 


JAMES  N    JANKE.  CPA 

DALLAS  W    VAN  DELINDER.  CPA 

DARRELL  E     EHRLICK.  CPA 


Legislative  Audit  Connnittee 
of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  the  General,  Federal  and  State 
Grants,  and  Donations  Funds  of  Eastmont  Training  Center  as  of  June  30, 
1977,  and  the  related  statements  of  revenues  and  expenditures  and  of 
changes  in  fund  balances  for  the  years  ended  June  30,  1976  and  1977. 

Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

The  Center  has  not  maintained  a  record  of  its  general  fixed  assets,  and 
accordingly  a  statement  of  general  fixed  assets,  required  by  generally 
accepted  accounting  principles,  is  not  included  in  the  financial  report. 

In  our  opinion,  the  aforementioned  financial  statements  present  fairly 
the  financial  position  of  such  funds  of  Eastmont  Training  Center  at 
June  30,  1977,  and  the  results  of  operations  of  such  funds  for  the 
years  ended  June  30,  1976  and  1977,  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

The  accompanying  supplemental  schedules  presented  on  pages  15  to  18  are 
not  necessary  for  a  fair  presentation  of  the  financial  statements,  but 
are  presented  as  additional  analytical  data.   This  information  has  been 
subjected  to  the  tests  and  other  auditing  procedures  applied  in  the  exam- 
ination of  the  financial  statements  mentioned  above  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the  financial 
statements  taken  as  a  whole. 


August  11,  1977 
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COMMENTS 


General 


Eastmont  Training  Center  was  established  at  Glendive  in  1967  by  extra- 
ordinary session  House  Bill  Number  13  of  the  40th  Legislative  Session.   The 
purpose  of  the  Center  is  to  provide  residential  and  day  training  to  moderately 
and  severely  retarded  children  on  a  five-day  week  basis.   The  children 
range  in  age  from  four  to  seventeen  years.   Course  instruction  includes 
academics,  home  living,  perceptual  training,  social  awareness,  recreation 
and  physical  education,  speech  therapy,  and  pre-vocational  training.   The 
Center's  goal  is  to  allow  these  children  to  remain  in  their  homes  and  com- 
munities as  functioning  and  productive  members  of  society. 

The  Center  is  under  the  general  control  and  supervision  of  the  Montana  State 
Department  of  Institutions.   Principal  management  responsibility  for  the 
Center's  operations  is  assigned  to  the  superintendent.   The  physical  plant 
consist's  of  two  cottages  for  children's  living  quarters,  a  multi-purpose 
building  and  a  storage  building. 

The  sources  of  revenue  to  operate  the  Center  come  from  the  State's  General 
Fund,  Federal  and  State  grants,  and  contributions  from  private  citizens  and 
organizations , 


Reimbursement  for  Student  Services 

The  Montana  State  Department  of  Institutions  Reimbursement  Bureau  has  been 
billing  parents  for  care  services  provided  to  children  at  the  Center,   The 
billings  are  in  accordance  with  Sections  80-1601  through  1607  of  the  Revised 
Codes  of  Montana,  1947  as  amended.   The  Center  also  receives  a  Federal  ESEA 
Title  I  grant.   Federal  regulations  relating  to  this  grant  apparently  prohibits 
billing  parents  for  these  services.   While  the  billings  were  in  accordance 
with  State  law,  they  appear  to  be  a  violation  of  Federal  Regulations. 

The  Department  of  Institutions  has  temporarily  suspended  the  billings  until 
the  conflict  can  be  resolved.   This  suspension  permits  the  Center  to  proceed 
with  its  application  for  Federal  grant  assistance  for  future  periods. 

Recommendation 

The  Department  of  Institutions  and  Office  of  the  Superintendent  of  Public 
Instruction  should  resolve  this  apparent  conflict  between  State  law  and 
the  Federal  Regulations  relating  to  the  ESEA  Title  I  grant.   We  recommend 
that  a  ruling  be  obtained  from  the  Federal  government  and  that  until  the 
matter  is  resolved  that  either  there  be  no  future  billing  of  parents  or 
the  Center  forgo  ESEA  Title  I  grant  assistance. 
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Investments 

The  Center  has  no  investment  policy  for  investing  excess  funds.   The  Donations 
Fund  had  a  balance  of  $6,771  at  June  30,  1977  and  $9,470  at  June  30,  1976 
with  limited  account  activity  during  the  years.   The  State  Board  of  Investments 
has  established  a  short-term  investment  pool  (STIP)  which  is  available  to  the 
Center.   The  pool's  yield  in  the  recent  past  has  been  greater  than  67o. 

Recommendation 

Because  of  apparent  excess  cash  in  the  Donations  Fund  and  the  availability 
of  STIP,  the  Center  should  consider  investing  any  excess  with  the  State 
Board  of  Investments. 


Contingent  Revolving  Fund 

The  Center  maintains  a  $200  imprest  fund  in  a  local  bank  account.   The  purpose 
of  this  fund  is  to  facilitate  the  payment  of  minor  items.   Checks  written  to 
employees  for  reimbursement  of  minor  supply  purchases  or  for  expenses  on 
children  field  trips  are  not  approved  by  the  appropriate  supervisor. 

Rec  ommend  a  t  i  on 

Reimbursements  to  employees  should  be  approved  by  appropriate  supervisors, 


Inventory 

The  Center  maintains  perpetual  inventory  records  of  grocery  items  and 
janitorial  and  maintenance  supplies.   Portions  of  items  on  hand  were  counted 
at  various  times  during  the  past  two  years.   Our  test  of  physical  counts  as 
compared  to  the  perpetual  inventory  records  indicated  the  records  are  not 
being  accurately  maintained. 

Recommendation 

Inventory  procedures  should  be  established  to  ensure  accurate  counts. 
Perpetual  records  should  be  adjusted  to  reflect  the  physical  count  and 
differences,  if  any,  should  be  investigated. 


Property,  Plant  and  Equipment 

The  following  problems  regarding  property,  plant  and  equipment  were  noted: 

(1)   The  Department  of  Administration  does  not  have  a  system  to  provide  for 
the  capitalizing  of  fixed  assets  in  its  general  ledger  accounts. 
Purchases  of  plant  and  equipment  are  charged  to  equipment  expenditures 
when  purchased.   An  historic  record  of  investments  in  fixed  assets  is 
not  being  maintained.   Such  a  record  would  provide  accountability  and 
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control  for  general  government  capital  expenditures  over  the  years. 

(2)  Periodic  physical  inventories  are  taken  and  inventory  cards  are 
maintained  for  every  item  of  plant  and  equipment  at  the  Center  regardless 
of  cost.   The  cards  do  not  always  show  the  cost  of  the  asset  or  its 

date  of  acquisition. 

(3)  Purchases  of  equipment  items  costing  less  than  $100  are  sometimes 
charged  to  equipment  expenditure.   Department  of  Administration  Manage- 
ment Memo  70-17  states  that  these  items  should  be  charged  to  supplies. 

Recommendation 

We  recommend  the  following: 

(1)  The  Department  of  Administration  should  establish  a  system  to 
provide  the  Center  with  ledger  control  over  its  fixed  assets. 

(2)  The  Center  should  inventory  and  record  only  items  having  an 
individual  cost  of  $100  or  more.   Inventory  cards  should 
include  historic  cost  and  date  of  acquisition. 

(3)  The  Center  should  charge  items  having  an  individual  cost  of 
less  than  $100  to  supplies  regardless  of  the  physical  nature 
of  the  item. 


Federal  Revenues 

Federal  funds  are  received  from  Title  I  and  Title  IV  ESEA  grants  and  from 
grants  for  milk  and  lunch  programs.   All  of  these  funds  are  accounted  for  as 
one  fund  and  are  combined  in  one  fund  balance.   Each  grant  has  its  own 
limitations  and  provisions  regarding  the  refunding  of  unused  funds.   The 
combining  of  the  funds  into  one  fund  account  makes  it  difficult  to  determine 
the  unexpended  balance  for  each  grant. 

Rec  ommenda  t  i  on 

We  recommend  the  Center  establish  separate  fund  accounts  for  each 
grant  or  type  of  fund. 


Expenditures 

During  our  review  of  expenditures,  we  noted  the  following: 

(1)   The  Center  uses  the  State  Purchasing  Division  and  generally  follows 
the  Division's  local  purchase  order  guidelines.   However,  our  review 
did  disclose  a  purchase  of  carpeting  for  $248.24  paid  from  the 
Donations  Fund  for  which  no  purchase  order  was  used.   Management 
policy  requires  a  purchase  order  for  all  expenditures  in  excess  of  $150. 
We  found  no  other  instances  in  which  this  management  policy  had  not 
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been  followed. 

(2)  A  niunber  of  State  warrants  were  written  for  purchases  of  less  than 

$10.   The  procedures  to  process  a  warrant  require  additional  paperwork 
and  time  over  using  a  local  check. 

Rec  ommend  a  t  i  on 

We  recommend  the  following: 

(1)  The  Center  should  follow  State  Purchasing  Division  guidelines 
on  all  purchases. 

(2)  The  Center  should  make  small  payments  from  its  Contingent 
Revolving  Fund. 


Payroll  and  Related  Items 

The  Center  uses  the  State's  Central  Payroll  System  administered  by  the  State 
Auditor.   Time  sheets  are  prepared  by  the  various  supervisors  and  given  to 
the  Accounting  Technician  who  prepares  a  pre-payable  listing  of  gross  pay. 
The  listing  is  reviewed  and  approved  by  the  Superintendent  and  sent  to  the 
Central  Payroll  Division  for  processing.   The  payroll  warrants  are  returned 
to  the  Center  and  are  distributed  by  the  Accounting  Technician.   During  our 
examination,  the  following  procedures  were  noted: 

(1)  Time  sheets  were  not  signed  by  employees  or  supervisors. 

(2)  Time  sheets  were  used  to  post  leave  time  to  individual  records.   Several 
posting  errors  were  noted. 

(3)  Chapter  1-0300  of  the  Montana  Administrative  Manual  requires  a 
differentiation  between  ordinary  and  emergency  sick  leave  on  an 
individual's  leave  record.   This  is  to  ensure  that  emergency  sick 
leave  is  limited  to  five  days  annually.   This  differentiation  was  not 
made  on  employees'  records. 

Rec  ommend  a  t  i  on 

We  recommend  the  following: 

(1)  Time  sheets  should  be  signed  by  the  employee  and  supervisors. 

(2)  Care  should  be  used  in  posting  leave  data  to  personal  leave 
records. 

(3)  Emergency  sick  leave  should  be  noted  separately  on  leave 
records  to  prevent  the  use  of  this  leave  in  excess  of  that 
allowed. 


Personnel  Training 

The  Center  has  no  one  to  perform  the  Accounting  Technician's  duties  in  the 
absence  of  the  regular  Technician.  When  she  is  absent,  no  work  can  be 
processed.   The  Clerk-Typist  has  been  learning  to  do  the  payroll  work  but  she 
is  not  familiar  with  other  accounting  duties. 

Recommendation 

The  Clerk-Typist  should  be  trained  to  handle  the  duties  of  the  Accounting 
Technician  on  an  emergency  basis. 


Prior  Audit  Findings 

We  have  reviewed  the  audit  findings  and  recommendations  contained  in  the  audit 
report  for  the  year  ended  June  30,  1975.   Except  for  the  following  comments, 
the  Center  appears  to  have  complied  with  all  recommendations  or  circumstances 
have  changed  to  make  the  recommendations  inapplicable. 


Plant,  Property  and  Equipment 

Recommendation:   "We  recommend  that  a  review  of  current  inventory 

procedures  for  equipment  take  place  to  update  current 
values  and  to  ensure  that  all  items  are  properly 
recorded." 

Findings:   Recording  of  plant,  property  and  equipment  continues  to  be  a 
problem.   See  current  audit  report  comments  on  page  3  for 
further  discussion. 


Expenditures 

Recommendation:   "The  Center  obtain  clarification  of  present  policies 
of  paying  for  small  amount  purchases  with  state 
warrants  to  minimize  processing  costs." 

Findings:   This  continues  to  be  a  problem.   See  discussion  at  page  4  of 
this  audit  report. 


Final  Comments 

We  have  reviewed  the  comments  and  recommendations  contained  in  this  report 
with  the  Superintendent  of  Eastmont  Training  Center  and  officials  of  the 
Department  of  Institutions. 

We  wish  to  express  our  appreciation  to  those  officials  and  the  staff  of 
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Eastmont  Training  Center  for  the  cooperation  and  assistance  we  received 
from  them  during  our  audit. 


August  11,  1977  U^:-^.^  ^  i^^L-^/a/^^^^-A^ 
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FINANCIAL  STATEMENTS 


EASTMONT  TRAINING  CENTER 
Balance  Sheet 
June  30,  1977 


Federal  and 

General 

State  Grants 

Donations 

Fund 

Fund 

Fund 

ASSETS 

Revolving  cash  fund 

Cash  with  State  Treasurer 

Encumbered  appropriations 

Total  assets 


$    200 
19,742 


$  9,757 


9.757 


$  6,771 


6.771 


LIABILITIES  AND  FUM)  BALANCES 

Accrued  liabilities  19,742 
Reserve  for  revolving  fund  advance  200 
Fund  balances  (Note  2)  

Total  liabilities  and  fund  balances   19.942 


2,641 
7,116 


9.757 


17 

6.754 


6.771 


See  Notes  to  Financial  Statements, 


EASTMONT  TRAINING  CENTER 

Statement  of  Revenues  and  Expenditures 

For  the  Year  Ended  June  30,  1977 


Budget 


Actual 


Over 
(Under) 
Budget 


General  Fund 


Revenues : 

General  fund  appropriations 
Other  revenues 
Total  revenues 

Program  Expenditures  (Note  3) : 
Administration 
Care  and  custody 
Developmental 
Community  services 
Total  expenditures 

Excess  of  revenues  over  expenditures 


$  404,539 

$  404,539 

-0- 

739 

$ 

739 

404,539 

405,278 

739 

104,929 

104,167 

(762) 

147,877 

143,112 

(4,765) 

130,439 

119,669 

(10,770) 

21,294 

20,192 

(1 

,102) 

404,539 

387 , 140 

17 

,399 

-0- 

18,138 

18 

,138 

Federal  and  State  Grants  Fund  (Note  4) 


Revenues : 

Federal  grants 
Milk  fund 

Total  revenues 


$     35,699 

2,753 

38,452 


Expenditures : 

Developmental  program 

Food  services  program 

Total  expenditures 

Excess  of  revenues  over  expenditures 


32,065 

987 

33,052 

5.400 


Donations  Fund  (Note  4) 

Revenues 
Expenditures 

Excess  of  expenditures  over  revenues 


$     854 
3.570 

2.716 


See  Notes  to  Financial  Statements. 


EASTMONT  TRAINING  CENTER 

Statement  of  Changes  in  Fund  Balances 

For  the  Year  Ended  June  30,  1977 


General 
Fund 

Federal  and 

State  Grants 

Fund 

Donations 
Fund 

Fund  balances,  July  1,  1976 

Increases: 

Excess  of  revenues  over 

expenditures 
Prior  year  adjustments 

$  23,649 

18,138 
739 

$   1,724 
5,400 

$  9,470 

Beginning  balances  and  increases       42,526     '     7,124  9,470 

Decreases : 

Excess  of  expenditures  over 

revenues                                                    2,716 
Prior  year  adjustments  8        


Fund  balances,  June  30,  1977  (Note  2)  42,526>'^         7.116  6.754 


*  The  amount  is  not  a  fund  balance  but  rather  represents  unexpended  appropriations 
which  have  been  or  will  be  reverted  to  the  State  of  Montana  General  Fund. 


See  Notes  to  Financial  Statements, 
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EASTMONT  TRAINING  CENTER 

Statement  of  Revenues  and  Expenditures 

For  the  Year  Ended  June  30,  1976 


Budget 


Actual 


Under 
Budget 


General  Fund 


Revenues : 

General  fund  appropriations 

Program  Expenditures  (Note  3): 
Food  service 

Education  and  rehabilitation 
General  services 
Care  and  custody 
Administration 

Total  expenditures 

Excess  of  revenues  over  expenditures 


$  380,798    $  380,798    $_ 


31,599 
143,000 

59,184 
103,709 

43,306 
380,798 

-0- 


30,940 
131,301 

54,907 
100,740 

42,062 
359,950 

20.848 


(659) 
(11,699) 
(4,277) 
(2,969) 
(1,244) 
20,848 

20.848 


Federal  and  State  Grants  Fund  (Note  4) 


Revenues : 

Federal  grants 
Milk  fund 

Total  revenues 


$  23,740 

1,468 

25.208 


Expenditures : 

Education  and  rehabilitation  program 
Food  service  program 
Total  expenditures 

Excess  of  revenues  over  expenditures 


22,460 

1,468 

23,928 

1.280 


Donations  Fund  (Note  4) 

Revenues 
Expenditures 

Excess  of  revenues  over  expenditures 


$  1,238 
510 

728 


See  Notes  to  Financial  Statements, 
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EASTMONT  TRAINING  CENTER 

Statement  of  Changes  in  Fund  Balances 

For  the  Year  Ended  June  30,  1976 


General 
Fund 


Federal  and 

State  Grants 

Fund 


Donations 
Account 


Fund  balances,  July  1,  1975 


$   1,303 


$  8,742 


Increases : 

Excess  of  revenues  over 

expenditures 
Prior  year  adjustments 


20,848 
2,801 


1,280 


728 


Beginning  balances  plus  increases 


23,649 


2,583 


9,470 


Decreases : 

Prior  year  adjustments 


Fund  balances,  June  30,  1976  (Note  2)   23.649^ 


859 


1.724 


9.470 


*  The  amount  is  not  a  fund  balance  but  is  rather  the  unused  appropriations 
available  for  use  during  the  1976-1977  fiscal  year. 


See  Notes  to  Financial  Statements. 
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EASTMONT  TRAINING  CENTER 

Notes  to  Financial  Statements 

For  the  Years  Ended  June  30,  1976  and  June  30,  1977 


Note  1  -  Summary  of  Significant  Accounting  Policies 

Basis  of  Accounting 

The  financial  statements  of  Eastmont  Training  Center  have  been  prepared  using 
the  modified  accrual  basis  of  accounting.   Under  this  method  of  accounting 
revenues  are  recorded  when  received  and  expenses  are  recorded  as  they  are 
incurred. 

Fund  Accounting 

In  order  to  ensure  observance  of  limitations  and  restrictions  placed  on  the 
resources  available  to  the  Center,  the  accounts  are  maintained  in  accordance 
with  the  principles  of  "fund  accounting."   This  is  the  procedure  by  which 
resources  for  various  purposes  are  classified  for  accounting  and  reporting 
purposes  into  accounting  entities  with  a  self-balancing  set  of  accounts  that 
are  in  accordance  with  activities  or  objectives  specified  in  special  regulations 
or  legislation.   Eastmont  uses  three  such  funds: 

(1)  General  Fund  to  account  for  expenditures  of  State  appropriated  funds. 

(2)  Federal  and  State  Grants  Fund  to  account  for  expenditures  of  Federal 
and  State  grants. 

(3)  Donations  Fund  to  account  for  expenditures  of  private  donations. 

Inventories  and  Supplies 

All  purchases  of  groceries  and  supplies  are  charged  directly  to  expense 
accounts. 

Fixed  Assets 

General  fixed  assets  purchased  are  recorded  as  expenditures  in  the  general 
fund  at  time  of  purchase. 

A  Plant  and  Equipment  Fund  is  not  maintained  for  the  capitalization  of 
fixed  assets. 
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EASTMONT  TRAINING  CENTER 

Notes  to  Financial  Statements  -  continued 

For  the  Years  Ended  June  30,  1976  and  June  30,  1977 


Note  2  -  Fund  Balances 


Fund  balances  for  the  Federal  and  State  Grants  Fund  are  composed  of  (1)  ESEA 
Title  I  funds  for  educational  purposes  and  (2)  funds  from  a  grant  for  a  milk 
and  lunch  program.   The  balances  are  as  follows: 

June  30,  1976   June  30,  1977 

Title  I  $  1,280        $  4,905 

Special  Milk  and  Lunch  Fund  444  2,211 

Totals  1.724  7.116 

Unused  Title  I  funds  revert  to  the  Grantor  at  August  31,  the  end  of  the  grant  year. 
Thus,  Eastmont  has  an  additional  two  months  after  the  close  of  each  fiscal 
year  during  which  to  expend  these  funds . 


Note  3  -  Program  Expenditures 

During  the  year  ended  June  30,  1977  the  following  changes  were  made  to  the 
classification  of  program  expenditures  from  the  year  ended  June  30,  1976: 

(1)  The  general  services  program  was  included  in  the  administration 
program. 

(2)  The  food  service  program  was  included  in  the  care  and  custody  program. 

(3)  The  education  and  rehabilitation  program  was  divided  into  developmental 
and  community  services  programs. 

The  only  result  of  these  changes  is  the  manner  in  which  various  expenditures 
are  grouped  for  financial  reporting  purposes. 


Note  4  -  Federal  and  Private  Revenue  Fund  and  Donations  Fund 

As  discussed  in  Note  2,  the  Title  I  Federal  grants  have  different  accounting 
periods  than  the  Center's  fiscal  year.   Consequently,  it  is  impractical  to 
present  budgeted  amounts  in  the  accompanying  statement  of  revenues  and  expendi- 
tures. 

The  milk  fund  and  donations  fund  have  no  required  bulgets.   Accordingly, 
budgeted  amounts  are  not  presented  in  the  accom'<pry '.ng  statement  of  revenues 
and  expenditures. 
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EASTMONT  TRAINING  CENTER 

Schedule  of  Changes  in  Fixed  Assets 

For  the  Years  Ended  June  30,  1977  and  1976 


Schedule  3 


1977 


General  Fund  Expenditures 


1976 


Increases  in  Assets: 

Administration  program 
Care  and  custody  program 
General  services  program 
Education  and  rehabilitation  program 
Developmental  program 
Community  services  program 
Total  increases  in  assets 

Decreases  in  assets 

Net  increase  in  assets 


949 


188 


1,388 

148 

-0- 

704 

-0- 

2,820 

1,619 

-0- 

104 

-0- 

4,060 

3,860 

-0- 

-0- 

4,060 

3,860 

Major  Construction  Projects 

During  the  period  under  audit,  the  following  major  construction  projects  were 
completed  or  in  progress.   These  projects  were  under  the  control  of  the  Montana 
State  Architecture  and  Engineering  Bureau. 


Actual 
Appropr iat  ion    Expenditures 


Completed : 

Multi-purpose  building 
Air  conditioning  system 

In  progress  at  June  30,  1977 
Curb,  gutter  and  paving 


$  200,000 
55,000 


25,985 


$  200,000  (1) 
32,382 


440 


(1)  Approximately  $29,000  was  disbursed  prior  to  July  1,  1975. 
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EASTMONT  TRAINING  CENTER 

Schedule  of  Re imbur s emen t s  (1) 

For  the  Years  Ended  June  30,  1977  and  1976 


Schedule  4 


1977 


1976 


Beginning  receivables  balance,  July  1 

Add  amounts  billed  during  year 

Total 

Deduct: 

Amounts  collected  during  year 
Amounts  written  off  (2) 

Ending  receivables  balance,  June  30 


$  33,368    $  33,511 
21,229        7,550 


54,597 


14,681 
32,585 


41,061 


7,693 
-0- 


7.331  (3)   33.368 


(1)  The  Montana  State  Department  of  Institutions'  Reimbursement  Bureau  makes 
collections  from  billings  to  parents  whose  children  attend  the  Center.   These 
collections  are  made  on  behalf  of  the  Center  for  services  provided  to  the 
students.   The  Bureau  has  complete  control  over  the  billings  and  collections. 
The  transactions  and  balances  are  not  included  in  the  accompanying  financial 
statements. 

(2)  Write  offs  are  the  result  of  (1)  uncollectable  accounts  and  (2)  prior  billings 
which  could  not  be  substantiated. 

(3)  A  substantial  portion  of  this  balance's  collectability  is  considered 
doubtful. 
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AGENCY  REPLIES 


^taic  of  ^Mantsxa 

epnvixatni  of  (Slnstrlutums 


governor 

Thomas  L.  Judge 


DIRECTOR 

Lawrence  M.  Zanto 


board  members 

Zella  a.  Jacobson,  great  falls 
Eldon  E.  Kuhns,  billings 
Willis  M.  McKeon    malta 
Robert  J.  Pallo.  kalispell 
John  W.  Strizich,  M.D.,  Helena 


^elena,  5960 1 


October  18,  1977 


Mr.  Darrell  Ehrlick 
Janke  and  Van  Delinder 
Certified  Public  Accountants 
720  North  30th  Street 
Billings,  Montana  59101 

Dear  Mr.  Ehrlick: 

We  have  reviewed  the  audit  report  prepared  by  your  firm  on  Eastmont 
Training  Center.   Our  review  was  made  in  cooperation  with  Jerry  Hoover, 
Superintendent  of  Eastmont  Training  Center. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


^awr-eirce  M.    Zanto 
Director 


LMZ:jw 

Enclosure 

cc:   Morris  Brusett 
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Reimbursement  for  Student  Services 


Recommendation 


The  Department  of  Institutions  and  Office  of  the  Superintendent  of 
Public  Instruction  should  resolve  this  apparent  conflict  between 
State  law  and  the  Federal  Regulations  relating  to  the  ESEA  Title  I 
grant.   We  recommend  that  a  ruling  be  obtained  from  the  Federal 
Government  and  that  until  the  matter  is  resolved  that  either  there 
be  no  future  billing  of  parents  or  the  Center  forgo  ESEA  Title  I 
grant  assistance. 

The  Department  of  Institutions  has  been  aware  of  the  con- 
flicting regulations  since  early  in  calendar  year  1977  and 
proceeded  in  June  1977  to  work  with  the  Office  of  the  Super- 
intendent of  Public  Instruction  for  a  possible  solution. 
Since  then,  oral  and  written  communications  have  been  made 
on  several  occasions,  the  end  result  being  suspended  billing 
at  Eastmont  and  a  request  for  a  federal  ruling. 


Investments 

Recommendation 

Because  of  apparent  excess  cash  in  the  Donations  Fund  and  the  avail- 
ability of  STIP,  the  Center  should  consider  investing  any  excess 
with  the  State  Board  of  Investments. 

The  excess  cash  in  donations  is  being  invested  and  the  interest 
income  is  going  into  the  state  general  fund.   Since  Eastmont 
Training  Center  is  funded  almost  entirely  by  general  fund  it 
is  actually  receiving  the  interest  income  by  way  of  general 
fund  appropriation.   The  Department  of  Institutions  will 
investigate  this  situation  with  the  Board  of  Investments  and 
make  appropriate  changes  if  the  funds  can  be  invested  in 
STIP. 


Contingent  Revolving  Fund 
Recommendation 

Reimbursements  to  employees  should  be  approved  by  appropriate  super- 
visors. 

The  Center  agrees  with  this  recommendation  and  will  require  a 
supervisor's  signature  of  approval  before  reimbursement  is 
made  to  the  employee. 


20 


Inventory 

Recommendation 

Inventory  procedures  should  be  established  to  ensure  accurate  counts. 
Perpetual  records  should  be  adjusted  to  reflect  the  physical  count 
and  differences,  if  any,  should  be  investigated. 

A  self-initiated  inventory  by  the  Center  has  the  short  coming 
of  some  inaccurate  counts.   The  Center  will  establish  a  review 
of  inventory  procedures  by  supervisors  to  insure  accuracy. 


Property,  Plant  and  Equipment 
Recommendation 

We  recommend  the  following: 

(1)  The  Department  of  Administration  should  establish  a  system  to 
provide  the  Center  with  ledger  control  over  its  fixed  assets. 

(2)  The  Center  should  inventory  and  record  only  items  having  an 
individual  cost  of  $100  or  more.   Inventory  cards  should 
include  historic  cost  and  date  of  acquisition. 

(3)  The  Center  should  charge  items  having  an  individual  cost  of 
less  than  $100  to  supplies  regardless  of  the  physical  nature 
of  the  item. 

1)   The  Department  of  Administration  will  respond  to  this. 

2  &  3)   The  Center  agrees  the  initial  cost  and  date  of  acquisi- 
tion is  necessary  for  proper  physical  inventory.   The  Center 
adopted  this  method  of  inventory  on  January  1,  197  7  and  will 
continue  it.   The  Center  will  adhere  to  the  Department  of 
Administration's  management  directives  as  they  pertain  to 
inventory  per  Management  Memo  70-17. 


Federal  Revenues 

Recommendat  ion 

We  recommend  the  Center  establish  separate  fund  accounts  for  each 
grant  or  type  of  fund. 

The  Statewide  Budgeting  and  Accounting  System  currently  has  the 
capability  to  account  separately  for  numerous  grants  operating 
within  one  accounting  entity.   Eastmont  currently  has  separate 
appropriations  and  revenue  estimates  for  each  source  of  funding 
in  the  federal  and  private  entity  which  is  all  that  is  re- 
quired to  determine  unused  funds  for  each  grant. 
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Expenditures 
Recommendation 

We  recommend  the  following: 

(1)  The  Center  should  follow  State  Purchasing  Division  guidelines 
on  all  purchases. 

(2)  The  Center  should  make  small  payments  from  its  Contingent 
Revolving  Fund. 

1)  The  Center  has  always  attempted  to  adhere  to  State  Pur- 
chasing policies.   At  the  time  of  the  purchase  the  Center 
was  under  the  misunderstanding  that  purchases  from  the 
donations  fund  did  not  require  a  purchase  order.   From 
now  on  all  purchases  over  $150  will  be  channeled  thru 
State  Purchasing  regardless  of  source  of  funds. 

2)  The  Center  appreciates  the  advice  of  the  auditors  regarding 
small  payments  and  will  follow  their  recommendation  of 
utilizing  the  Contingent  Revolving  Fund  for  small  payments 
per  Management  Memo  69-2. 

Payroll  and  Related  Items 
Recommendation 

We  recommend  the  following: 

(1)  Time  sheets  should  be  signed  by  the  employees  and  supervisors. 

(2)  Care  should  be  used  in  posting  leave  data  to  personal  leave 
records. 

(3)  Emergency  sick  leave  should  be  noted  separately  on  leave 
records  to  prevent  the  use  of  this  leave  in  excess  of  that 
allowed. 


1)  The  time  sheets  will  be  signed  by  the  supervisor  and  employee 
before  transferring  them  to  the  accounting  technician  for 
payroll  determination. 

2)  A  more  timely  and  routine  review  will  be  established  to 
reduce  the  posting  errors  of  leave  time. 

3)  A  new  permanent  employee  record  was  developed  by  the  De- 
partment of  Institutions  and  the  Center  to  prevent  any 
occurrence  of  excess  emergency  sick  leave  being  granted. 
However,  state  policy  3-0310  covering  sick  leave  does 
not  differentiate  between  normal  and  emergency  sick 
leave.   Therefore,  upon  adoption  of  this  policy  these 
records  will  no  longer  be  needed. 
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Personnel  Training 

Recommendat  ion 

The  Clerk-Typist  should  be  trained  to  handle  the  duties  of  the 
Accounting  Technician  on  an  emergency  basis. 

The  Center  is  aware  that  someone  should  be  trained  to  continue 
the  accounting  technician's  responsibilities  in  her  absence. 
The  Center  has  had  a  turnover  three  times  in  this  position  in 
the  last  nine  months.   When  the  administrator  feels  the  present 
accounting  technician  has  a  substantial  understanding  of  SBAS , 
he  will  notify  her  to  begin  instruction  of  the  clerk-typist 
in  the  necessary  accounting  duties. 

Prior  Audit  Findings 

Plant,  Property  and  Equipment 

Recommendation 

"We  recommend  that  a  review  of  current  inventory  procedures  for 
equipment  take  place  to  update  current  values  and  to  ensure  that 
all  items  are  properly  recorded". 

The  Center  has  completed  inventory  in  October,  and  can  assure 
the  State  that  all  items  are  properly  recorded  and  that  pur- 
chases will  adhere  to  purchasing  management  policies.   See 
prior  response  on  Plant,  Property  and  Equipment. 

Expenditures 

Recommendation 

"The  Center  obtain  clarification  of  present  policies  of  paying  for 
small  amount  purchases  with  state  warrants  to  minimize  processing 
costs." 


See  prior  response  on  expenditures. 
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THOMAS  L.  JUDGE,  Gc 


«T^^TIO  OIF"  :»IOr>fTA?tf A 

DIRECTOR'S  OFFICE 

MITCHELL  BUILDING 

HELENA.    MONTANA   59001 


J 


October  19,  1977 


Janke  and  Van  Delinder 
720  North  30th 
Billings,  Montana  59101 

Gentlemen: 

The  Department  of  Institutions  has  forwarded  a  copy  of 
your  recommendation  concerning  plant  property  and  equipment  recorda- 
tion in  your  audit  of  the  Eastmont  Training  Center. 

The  Department  of  Administration  has  developed  a  Property 
Accountability  Management  System  (PAMS).   When  implemented,  this  will 
provide  general  ledger  property  accountability  in  the  Statewide  Budget- 
ing and  Accounting  System  and  property  subsidiary  accounting  in  PAMS. 

On  October  3,  1977,  the  Department  of  Administration  pre- 
sented a  plan  to  implement  PAMS  to  the  Governmental  Accounting  Policy 
Council.   A  decision  by  the  Council  is  expected  within  the  next 
fifteen  days. 


Sincerely, 


Director 


JCC:dr 

cc:   Lawrence  M.  Zanto 

Department  of  Institutions 

Raymond  E.  Bore,  Chairman 
Governmental  Accounting  Policy  Council 
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